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Background 
 
Texas believed there was a better way to provide food stamps to people in need, and 
started looking into the provision of such benefits through an electronic benefit transfer 
system in the early 1990�s.   
 
As we looked at the program, it was easy to see that EBT offered a win-win situation to 
all those involved.  Clients, retailers, financial institutions, state agencies, federal 
partners, and the general public all benefited through an electronic delivery system.   
 
Key benefits included: 
•  a simpler, safer way for clients to receive and use their food stamp benefits with 
increased dignity and reduced stigma; 
•  an improved way to process transactions for the retailers�like the way they do 
business for other transactions; 
•  for financial institutions, it eliminated the paper system and replaced it with an 
electronic one; and 
•  the general public benefited by government doing business in a cost-effective, efficient 
manner that reduces fraud and abuse of the system. 
 
So, as you can see, there were many reasons to do EBT�one of them was related to 
program integrity.   
 
That is the one you have invited me to discuss today. 
 
Getting Started 
 
The Lone Star program was statewide by the fall of 1995.  At that time, over 2.5 million 
people were receiving over $2 billion in food stamp benefits using the Lone Star card. 
 
In Texas, we are committed to helping our neighbors in need.  We are also committed to 
providing that help with integrity.  At the time, there was a great deal of concern about 
fraud and abuse in the food stamp program.  
 
EBT�the Lone Star card�provided us an opportunity to assure that taxpayers, 
including the people who were receiving the benefits, could feel comfortable that the 
program was running as it was intended�providing supplemental nutrition to families 
and individuals in need. 
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So the state developed an innovative program to identify retailers trafficking in food 
stamp benefits through the electronic trail provided by the Lone Star card transactions. 
 
In the southwest region, the Food and Nutrition Service relies on our system to identify 
clients that may be utilizing their benefits inappropriately.   Using existing personnel and 
off the shelf computer technology, we began analyzing the EBT data to identify patterns 
of suspicious transactions, such as: 
 
•  Retailers with unusually high transaction amounts 
•   Retailers whose customers often spend every penny in their account 
•  Retailers with customers who make rapid, repeated transactions in a short time frame 
•  Retailers with a lot of even-dollar transactions (how often does your grocery tab come 
out to an even $20�, $50�, or $100?) 
•  Retailers with a high percentage of manual entry transactions�where they don�t swipe 
the card. 
 
So, what does it mean? 
 
EBT provides the clues.  It gives us the electronic audit trail to go forward with 
investigations we would never have known were needed.  
 
In FY 1998, we conducted approximately 100 retailer trafficking investigations.  In FY  
1999, we conducted approximately 125 retailer trafficking investigations.   
 
We identified several retailers who were trafficking more than a million dollars worth of 
benefits per year.  We shut those operations down and referred the traffickers for 
prosecution and the stores to the Food and Nutrition Service for administrative action.   
 
But that is only a part of the picture.  The big picture includes: 
 
•  Savings associated with shutting down the trafficking retailer.  Not surprisingly, word 
travels fast when the state starts identifying suspicious operations. 
•  Savings associated with those who were trafficking out of their apartments�they didn�t 
even have retail outlets�but now we knew because we had to install equipment to 
process the electronic transactions; 
•  Savings associated with the significant reduction in trafficking throughout the state. 
 
There are still some schemes out there to defraud the program, but it is tougher than it 
used to be to work the system 
 
Perhaps most importantly, the food stamp program in Texas  has the support of the 
general public because they know people in need are receiving the benefits they need -- 
and that traffickers are being prosecuted. 
 
What about the client? 
 
Trafficking exists because there are retailers willing to buy � and clients willing to sell - 
Food Stamp benefits at a discount. 
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We have found that the best way to identify suspicious clients is to first identify retailers 
who are trafficking.   
 
And through the process I have described, we have closed the circle that is required for 
the program to be defrauded�the circle which includes a retailer and a client, working 
together. 
 
In FY 1998, the department completed almost 3000 client trafficking investigations in 
which $1.44 million changed hands. 
 
95% of those clients signed a waiver or were found to have committed an intentional 
program violation through a hearing.  
 
In FY 1999, the department completed close to 2,700 cases in which $1.24 million 
changed hands. 
 
Almost all of the cases the department develops against clients are handled through an 
administrative disqualification hearing.  It is only in the most blatant cases, involving 
large amounts of benefits, that the department refers clients to a DA for a felony 
prosecution. 
 
Our partners 
 
As I mentioned earlier, we have partners in this effort to assure integrity in the Food 
Stamp program�FNS, the Office of Inspector General at the USDA, and local law 
enforcement agencies. 
 
We consider other states our partners as well and have shared our innovative, cost-
effective initiative with them.  We travel to other states by invitation, and host other 
states in Texas who are interested in our program.   
 
Two key elements are necessary for a strong anti-trafficking program: 
•  First--good, supportive relationships with your regional FNS office and Regional OIG 
are essential.  Texas appreciates the outstanding technical assistance and support we 
have received from both these offices 
•  Second--it is critical to have a deep commitment to program integrity which allows the 
state to devote staff and automation resources to the anti-trafficking effort. In Texas, 
Commissioner Bost has made our efforts a top priority and the support provided by the 
management and leadership of our state has been an important component of our 
success. 
 
Conclusion 
 
In conclusion, we want to thank the FNS for their recent rule change which allows states 
to establish claims on trafficking cases.  While Texas took the initiative to begin this 
program because we believed it was the right thing to do, we are encouraged that this 
incentive for states to participate in developing comprehensive trafficking programs will 
reinforce the importance and commitment to preserving the integrity of the Food Stamp 
program. 
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You can probably tell by now that in Texas, we believe in the FS program, we believe in 
the Lone Star system, and we believe that through the use of a strong, smart anti-
trafficking program (which can be developed without expending a lot of scarce tax 
dollars) Americans will support a program which has integrity and cares for the 
nutritional needs of those who deserve support. 
 
Once again, thank you for inviting me to speak to you today.  
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